
AWRT and WOW look forward to working with the Commission as it proceeds to

eradicate market entry barriers faced by small husinesses and the additional barriers fac~d by

women.
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CAPITAL-THE KEY TO GROWTH

Three years of Council investilations into the status of women-owned businesses left no doubt
that the toremost barrier women perceived was that of vag to capital. At every level-from
the small, home-based business operatinl on creativity and sheer nerve to the expandinl
corporation preparinl to 10 public-lick of ICCeSS to adequate fundinl wu the constant c:onccm
and the overwhe1min& reason cited for failures.

The seriousness of this c:oncem led the Council to focus this year on the problem of access to
capital, and the search for remedies to the problem. The results of our investiptions led us to
chanle the colon of our 1010 to the colon of U.S. currency: It is that important.

THE PROBLEM THAT ExIsTs AT EVElY LEVEL

Three levels of women-owned businesses come under Council lCIUtiny:

",

•

•

•

1be Itart-up bulla_ or ...n bome-bued or ....a !Hilla. that
is It1U ItnaUUDa to estabUsb a foothold ID the marketplace.

The .....' ,aai•• buID_. estabUsbed aDd nalllllq .eD, but aeedlal
capital for II'OwtIa. Reeeat studies aye silo.. that the n"mIMP of
womaa-owaed busiDesses ID this pbue Is IDcreasIq at • far areater
rate tIwI businesses ID ameraJ.

The establlsbed Iarpr buslaesses, _, of wIaIda are capital
bdeaslye, ""al~or expusIoa fuadIDI. The .,mIMP of ......
owaed final .. capital-iDteasiYe lIdon Iftw dnmatlcally .. tile
lNG's, aad .0II1d coat1Due to apud rapidly IllOUras of caplt.1
Iacnue.

Tbe list of COIIlWIIIIftd bInien It all tit. 1cyclJ is llrikinlly IimiJar. W,1berefore request
that theeonar-- the new Idminisuation Jive this common problem ICCIII to capital-their
immediate IDd molt Ierious aaention.

1
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1992 RECOMMENDATIONS

-L... . .L.. __

As a result of our investiptions over a three year period, an analysis of the information that has
been ,athered, and our search for viable methodJ of removin. the peatest barrien to women
business ownen, the National Women's Business Council requests that the President arid
Congress act immediately upon the recommendations that follow. The Council has focused on
,;pecific a.~ which we have concluded will be most beneficial ttJ the larIest number of women
business ownen at all three levels: start-up, mezzanine and investment-level.

DEFINTTION

It is ironic that one of the barriers to development of proarams fadlitatin. aa:ess to capital for
women business owners and the inclusion of women-owned businesses in currently recolnized
special catelories is the lack of qreement on what constitutes ·woman-owned.· There is
currently no qreed-upon definition in Jenera! usace across all Jovemment qencies, even at the
federal level. The collection of accurate data conceminl women-owned businesses has been
virtually impossible.

The Council, in response to expressions of concern from public u well u private sources, has
studied the varyinJ definitions of women-owned businesses, and has concluded that the definition
outlined in Recommendation ,t best meets the needs of both lovemment qencies and the
businesses affected.

BANlClNO

The recommended leaisJatioa dalinl with bankinl practices outlined in Recommendation 1'2 is
presented u a response to the recommendaDons of the experts involved in the Access to Capital
Symposium u well u the testimony pIhend It NWBC hearinp. It will affect all women
owned businesses, but is puticularly focused on the mezzanine level businesses seekinl capital.

The luIer woman-owned ftnD II often -ana the level ofcapitalization pneraUy not available
throup a saandard but lalli, .....y DOt currently ha~ ICCeII to the type of venture capital
required.~ 13 deals with this problem, and is a direct result of testimony It
hcarinlS and apert NCOID......tkJns from the Symposium.

hOCUUMEHl'

Today, the U.S. SIDIIl a'IiDIII Administratiaa aDmara dial OWl' oae-tbird of all U.S.
busineuaare~. Despite this, ..,1.5.. fIId'edenI pnau..111 cIoIIan an
awarded to ."JHWIIICI baslae••I. 1be elimination of this cIrIInaDc inequity is addressed
in Recommendalion H.

2
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RECOMMENDA770N '1

A SltllJdiJrd IHjfnJlion of
-Woman..(Mvd- Bu..sinus

There is currently no standard definition of ·woman~·business for federal .ovemment
usqe. The NWBC recommends the followin. wordin. for all federal .ovemment purposes.
(please note that the SBA is currently promuJ,aDn, rqulations alon, mae lines.)

DD1NI110N

A woma.cnraed busiD_ Is a busiDess coacena wItIa at least 51 perceDt UDCODdIt·
501lA1 OW'DersbJp ud CODtroI by • womaa or Womell. Sucb uDCoadltioaal oWDel'lblp
must be reI1ected Ia the CODCel'D'. oWDersblp qaeemeat; aad tbe WamaD, or womeD,
must maaap ud openIe the buslDess OD • daDy bull.

A womaD-Owaed busiD_ must cODtrol lbe performaace 01 the coatrad .warded to
the Jolat .eature for the ..eature to quallly u • womaD-OWDed busL-••

A busb. CODCeI'D sbaII DOt be quaUned u • WOIIIU-Owaed busla_ u.... It meets
the criteria meatIoDed .bo... aad It coatroIs • slpJllcaat portloD 0111I coatrad with
Its 0". facUlties aacI peI"IOIIIIel.

CONTaOL AND MANAGIMI:NT

All appUca_ coaeen'. ma.pmeId .act daDJ. basi". opentloal must be
coatroIIed b, a..... 01' .OIIIID. AD applicaDt coacen must be ......eeI OD • full.
tilDe ..... b, _ • ....-e ne U.s. Small Adm'nhtntioa wDI
coasider•• a eM' ',-caII tIae actual _ Ia fIl.GIDIII ID
abe appUcut eoocena. A.OIIWI must bold the nnlr' tile orpDlution.

TIle W_ 01' ..... sbaII coatroI the Board tJlDIredon tJI tile appUcant coacena,
eitIIer .. actual ·'mhen 01 'otIDa dlndon or tIarouP welPted "adDI. Mea may
be la.oI"ed Ia tile .......... 01 u .ppI....N COlIC..... aDd -, be lrholclen,

putDers. oftIcen, udJor directors ollUCb coacerL Ro...... tIIese y DOt
exercile actual coatroI or ..... tbe power to coatroI tile aJ)PIJQat CODe.ra.

3
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1a dele..1nl... wbedaer the fraodlitor cODtrols, or bas the pow.. to coatrol, the
restralats relatlq to staadardized quanty, advertklq, accouDtiDI format ud other
proYilioas, Imposed oa a fraoc.bitee by Its fruch1se apoeemeDt mao lenenUy Dot
be considered, pro'fidecl that the lrucbisee bas the ri&ht to protlt from Its etrons
aDd bean the risk of Ie. commensurate with owDel"Ship. Eyea thoup a franchisee
may Dot be cODtroUed by the lranch.r by Ylrtue of such provisions 1D the rrancbke
ap-eem.ent, control could .... throup Cither DKUS, such u commOD oW'De~lp,

commoa maaaaemeat or aceaiYe restrictloDS upoa the sale of the franchise iDterest.

RA170NAlE

The late Gillian Rudd, in introducinl the National Foundation for Women Business
OwnenIColnetics study of women owned businesses, stated

-The 1992 Presidential initiative to improve this country's economic statistics omits any
mention of one of the fastest lrowinl 5elments of the economy, women business owners.
Federal economic statistics are numbers that move the economy nationally and
internationally. It is vital to policy makers, the business community and researchers
that these statittles be 01 the blp_ quanty aDd proyide a tnae renectJoa 01 today'.
ecoaomy. To ipore women-owned businesses is to nqlect one of the decade's major
social and economic chanles. e

Current data from a variety of sources indicates that an astoundinl &rowth is takinl place in
women-owned businesses-that they are a far laraer factor in our economy than is lenerally
realized, anywhere from thirty to forty per cent of all businesses in this country. YIt there
caDDot be aD accurate couat wltbout a p.rany aceeptecl cleftnltloa 01 wbat coDStltutes •
wom••cnmecl busma_.

At both the Denver hearin. 011 te1ec:ommunieations and the Arlin.... Tau hearin. on hiJb
teehno1OU, women business owners ta1bd of their frusntion in identifyin. and qualifyin. for
IOVenJmeftt set-asides and iJlcentives to small and disadvantapd businesMI. Even federal
lIencies are not consistent in their definitions, and each stare deve10pI ill own luidelines. Tbe
rede~ 10yemment co aad IIIUtt .......cIard for bodI data coIIectIoa aDd procuremelll
PUrp.1IM.

The Misaouri Pilot SIUdy wbicIl the Council commissioned was~ to u.s the possibility
of complete and IICCUIUe cilia collection reprdinl women-owned busiDesIeI. TbiI scudy did
indeed provide I uIefuI model far such studies which caD produce ICCUIate data on • national
level, daII eqerty IOUJbt by boCb IOYemment and private entities. Ia order to complete this
study, a specific deftDition of ewoman-ownede had to be devised. 11Ial deftnitioD is reflected
in this recommenclatioft, and in the replations cunendy beina promuJpted by me U.S. Small
Business AdministraIioa.

4
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RECOMMENDA770N 12

In recopition of the critical role played by small businesses ill the economic Sb"Udure, and the
increasinl importance of women-owned small businesses in that structure, we urae the President
and Conlress to let to stimulate bank 1endinl u follows:

A. The NatJoaal Womea'. BusbIes CauDell necnmeads that abe bank1na
replaton revise the FIRREA repalatloDS to pronde prefereatlal risk wei&btlna
for thOle poltfoUo loaDs proYided to womm-owaed (as deIIDed Ia
Retommeadatloa 11) or 1lliD0rit)' bu.slaesses nOR borrowlap are pater thaa
the SmaU 1IIuIDe5s AdmlnLctratloa'. qualUled lou limits ud" tbaD the IUIII
of 55 lIIiWoa.

B. Tbe NatJoaal Womea'. BuslDes COUDdI ncfMlllMDdllbat CoaIa- eaact tbe
"W'., IePlatloa to lacWtate tile a.tloll aDd opentIoIl 01 a 1IC0adary
market lor securitized -..u- busID_ ........ coasldentloa lor tab.aced
panatees oa loaDS to womea ud mIIIorIty owaed busIDesIs.

RA770NALE

The resoundin, unanimity of feedback with wIUch Ihe NadonaJ Women'. Business Council was
met durin, the Federal a-rve-bolted Access to Clpital Symposium ia WubinltOD, D.C. ia
SCptember, 1992 confirmed that the peatest barrier to WOIIIIIHWDId small business powth and
development is IIct of ICftSS to capital. 1bis barrier is moll ..,al far tbote women business
owners who have es1abUshed and IJ'OWD their~ to ralOllable proponioas. Tbey ftDd
themselves beyond the .. It which die U.S. SmaUBusiness AdminisIndon propams lie

appropriaIe IDd below the size It which venture capiialiSlS become interested. SpeciftcaIly, mae
lie busmes. whole needs for IdditionaJ capital ru,e from $1 million 10 IS million.

Lendinl in tbeIe ranaes is cIeuIy Ihe domain of tbe bInkin& iadUlll'y. It is Ibe position of Ibe
National Womea'i Business Council that bank IendiftI IhouId NfIect prudent pndice,
unencumbered by IepJ rep1aIory consttlints whole deftnidoa or ldmiAisIraIion make
unattrldive the inclusion of viable small business loans ia the buk'l1eDdiq portfolio.



.4 NtMIrtIw. 1992.., D/IIIfIIll 'attd IfIl4-IIutl bullwuu IpOIUDt'flI ", .4nhw NIdtna'I
E1rmprl# CinHIp all~ SMilll JruIMu UIIIuil rtfJO'fIII dull 41 ItJIIIl D/ 24~ dial

-Clllrila, rt,uUIdoIu-1II dtllUIINbttF (JM IAlkp dw 11ft' QdmbIIm-4Jt1tM Q1I/l Coft,rlu, .:nd tJlItfmt
hill/D/w. PIIIIftId (4I1g Qfbqnt "plqRplll tp lmRnzw g«UI CD qwIlt tU wlr "'"prlDrlty.

FIRREA AS A DETEIllENI' TO lENDING

A critical deterrent to bank lendinl for emerainl businasea is repreaented in the Financial
Institutions Reform. Recovery and Pnfon:ement Act of 1989 (FIRREA) leaislation which defines
the financial health of bankinl institutions in terms of risk rated capital ratios. Specifically.
banks must allocate valuable capital to portions of their lendinl portfolios based upon the
perceived risk these loans represent as defined by the rgulator;y communicx.

At the NWBC's Symposium on Access to Capital. bankers testified to the dampeninl effect of
the FIRREA rqulations on their ability to arant small business loans, putic:ularly to women and
minorities. Chanles in these rqulations were cited universally u a necessary step in makinl
capital available to these poups.

The major recommendation to come out of this symposium involved allowin& uanb to price for
risk so that they can make lOInS to women-owned businesses which ofta do not tit the standard
profile for traditional lundinl sources. (A more complete review of the results of the Acxess
to Capital Symposium is included ill this annual report.)

One IRa banbr's comment was tel1in&:

• ••• and we cIaa't need more rqulation, for lOCI's sake. We're
repJated to deaIb. ADd if we continue to let felUlltioa, we're not
loina to have Illy latitude ill makin& independent decisions on these lou
requests. •

Jtis remarks were .... up by another panelist, who cited buIdna industty
estimatel dill it .._ more tUn S10 billiaIl annually OIl repIatory
compliance-59 perc:eDt of the profits of the entire bankinI sysrem ill 1991!

6



SECVUt1ZATlON AS AN 1NcEJm'VE TO UNDINO

One of the three by problems in obtaininl capital for women~ businesles cited by the
experts at the Symposium was the Jack of availability of lOIn sources in mid-ranle, between the
very small loans and the level of venture capital. Because women business owners tend to be
concentrated in small businesses with relatively low fundinl needs and in industries Ja.:kina
traditional coUateral (See report on the MiJsouri Pilot Study, Pace 20) they tend to be
unattractive to lenders.

FuDdlDa the de.elopmeDt or these ud OCher IIDd busID_es would be patl)' fadUtated
tbroup the proYisioa 01. IICODcIar)' 1IW'ket, maklna capltal ••aDable tbroup. utJoaal
...."oir. As banks attempt to meet the lendina needs in their individual communities, they will
be better able to provide lana tam commitments to developina businesses throuah the
securitiDtion of small business loans whose subsequent sale to institutional inveaors will free
bank capital and make additional funds available for investment in local communities.

Allowina financial institutions to opente u conduits de1iverin& available fundina to small
businesses, without havina to portfolio these loins. wiD DOt only brin& more capital to
deveJopinl businesses but will mitipte the risk to the bankiDI industry usociated with non
divenified portfolios.

RECOMMENDATION 13

SlClU'tti1Ation if
SmiJll1llui1tas Lotzn.r

The small business pvwdl cycle iDcludel • tbird IDd final ... ill whicb the business bas
evolved to the point It wbich its requirements for capilli lie iDIuIIlcient tiD adIact the attention
of venture capi1l1isU, but beyond the level 11 which community bub CIIl address these fundinI
~.

TIle ~FpIW_'.IusIa_ CouacD ...om....... tllat-1D1IUId'" tile prniousIy
ftC to facilitate tile a.l1oa aDd opentIoa ol.__clary IIIII'ket
for tile tl Ioas, the parameters lllabllsbed f.. deftaiDI these
..... be .flldeatly b d 10 II to IDdude tb.. basla._ wb may
be II ........ SI••,nloa aDd wb.. aaauaJ aet lIIcome .., be " mlDlon.

"7
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RA770NALE

Venture capital specialists who have participated in the Council's recent hearin,s and in the
Symposium on Access to capital have been blunl Women-owned businesses, even those few_kin, capital at the level which rni&ht interest venture capital sources, rarely fit the profile of
the few ventures funded eadl yar. For the 1arJer woman-owned business, alternative financin,
options must be sou,hl

GENOD BASED DtFPlCULTIES-NON-uENDER SPECIFIC NEEDS

Women in both hi,h technolO1Y industries and telecommunications who actually had found
!undin, in the 56 to S18 million ran,e told of difficulties which seemed far beyond what should
be expected for companies with records of successful and profitable operation. At this top level
of small business u well u the start-up level, women do not fit traditional, comfortable profiles,
and compete less successfully for scarte expansion doUan. Those who have succeeded
demonstnte remarkable tenacity u well u top level professionalism.

At earlier stales in the business IfOWth cycle women tend to seek and achieve lower levels of
fundin" and appear to succeed with less start-up and expansion money. (See the repon on the
Missouri Pilot Study, Pale 20, and the results of the Special Focus Groups. Pale 28.) At this
stale, however, that is not possible. "Mncial aeedI 01 the mlcI-sIzed bust.. seeldaa
capital are not leDcler.bued • WOIIIAD-Owaecl fInD caDDot aet b1 witIl Ie&

SlOAnD BENEm'S

Providina fundin& to~ busiDesIeI, whetherwoman~ or not, can be a complex process.
A secondary rnaJ'bt for IouI panted to businesses in this careaory will provide the euential
momentum for the businesses to pow to the point of recopitioD ill the venture capital, reponal
bankin& and national bankin& uenu. 'Ibis wu a1Jo a recommendation of both the 1980 and
1986 White HOUle Conference GIl SmaD Business. 1be beneIlts of small business lou
securitization will acc:nae to III smaD businesses, and thus to the economy u a whole.

ltBCOJIJIBNDATlON 14
",

A. 11Ie Nat , W_'. 101I0_ C.DdI .011II1 ..... tat C....._-Ie b, II redenl ..._ to lit prime aDd sub coatndIna IoU
r.. nail. 0 0'•••

I
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B. ne Natloaal WOlDell'•••sl
n

• CouDdl 1trOaII, .... C.... to apucI
the curreDt DepartweDt 01 Delease ~Ioa 1207 lIt-aside autboritJ to abe
dYWu aaeocles tbat Iaa.e beea required by law to Iacreue tIleir eoatnds
to womr!H'W"Hd buJIneges..

RA170NALE

Today, the U.S. Small Business Administration estimates tbal over one-third of all U.S.
businesses are woman~. Despite this, only 1.5" of all federal procurement dollars are
awarded to woman~wned businesses. 'Ibis clramatic inequity is perpetuated by the lack of
le,islative mandates tbal specifically talJet women-owned businesses for assistance in enterinl
the federal procurement system. The U.S. Small Business Administration has taken the lead in
interpretinl the Conlressional data collection requirements U 1 basis for requestinlloals from
all federal aaencies (or prime and sub contracts awarded to women-owned businesses.

The Department of Transportation was until recently the IIDIx federal lIeftCY which clesipaled
women as disadvantaaed business ownen on • par with minorities for JNI'PC*S of their state
pant procrams. In addition, Conpess recently pissed laws with Janauale specifically iDcludinl
women-owned businesses in the taraets they let for small and diJadvantlled business
participation. Specifically, the Department of EneraY. NASA and EPA have aD received~
directions, but without the tools to taraet women-owaed busi.nesseI. III odIer words, the
lan,Ulle did not clearly include let-aside authority for WOIDeIl-oWDed busi.nesseI; the Iet-uide
authority these acenc:ies have to meet tbae Dew lOlls is primarily under die 8(1)
proaram-where women ue not • desipaled poup.

",
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lIBCOMMENDATlON U

A. 'lbe Natloaal Womea'. Bulla. CouDCU stroqly uralS that Co~
maadate actioa by all fedeftl qelM:les to set prime and sub cODtradlq loals
for womea-oW'Ded busID.es.

B. 1be Natioaal Womea's Busla_ Cauacll stro""y urael Coqnss to expand
the CUIftDt Depu1lDeat 01 Defe... sectioa 1101 set-aside authority to the
clyWaa aaeacles that baye beea required by law to lDcrease their contracts
to womea-oW'Ded busla._.

RA770NALE

Today, the U.S. SmaD Business Administration estimates that 0'Ya' one-thinI of all U.S.
businesles are woman~. Despite thiI, only 1.5" of all federal procurement dollan are
awarded towomu~~. 'Ibis dnmatic inequity is perpetuated by the lack of
lqislative mandata that speciftcal1y taraet women-owned businesles for usistanee in enterin.
the federal procurement system. '!be U.S. Small Busineu Administration hu tUm the lad in
interpretina the Conpe:ssional data collectioa requirements u a basis for requestin••OI1s from
all fedcnl aaencies for prime and sub contnets awarded to women~ busmes-.

Tbe Deputment of TrInJponaIioa wu until recently the m fedenl lleACY which desipated
women u disldvantlled businesI owners OIl a pIr witb minorities for purpo_ of their Slate
IJ'IIIt pqrams. In Iddidoa, Conpeu recently peued laws witb 1anpIp speciliCl1ly includin.
women-owned buvna. ill Ibe tarpII they let for small and disldvantlpd business
participation. SpeciftCI1Iy, the Deputment of Eneqy, NASA and EPA ha~ aD received tbae
directiou, but witbout the tDOII to taraet WOIIIIlIl-OWned~. Ia ocher words, the
lanplle did nat cIIIdy iDdude .-aide authority for womcn-owned~; the let-aside
authority thai tciII .... 10 meet dIeIe new &OIls is primarily under the 8(a)
propam-wbae are DOt a desipated poup.
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1992 • A YEAR OF ACHIEVEMENT

This year's recommendations to the President and Conpess were based on , full program of
Marin,S and data collection, IS summarized in the followinl brief repone

THE SYMPOSIUM ON
ACCESS TO CAPJTAL
SEPTEMBER, 1992

The investi,ations of the NWBC over the put (our yean have indicated that the most pervasive
banier to success for women business owners is Jack of access to capital; the Council decided
to take a hard look It the realities of the capitalization picture for women-owned busineues
today and in the future and It the same time stimulate creative thinkina by the experts on
solutions to the problem.

The Access to Capital Symposium brouaht tDletMr apens in bInkin" venture capital,
microloan propams, and ,ovemment and private prOJIUlS with Council members, SBA
representatives and selected women business owners in • clilCUSlion desipeel to develop
proposals for ensurin, access to capital for women business owners.

REsuLTS

Symposium participants identified three specific lOlutions 10 the problem of access to capital
which they proposed for 'OYemment and priVlle leCtor 1Ctioft:

1. Chan... in bInkinJ pndiceI includift,more un"'" credit, aUowinJ banks to price
for risk 10 they can make lOme of these loins, better UII of contract finIftcin, and
ac.counts receivable funcIin&.

",

2. IDcNue die IIUIIIber and types of lendina pooIsIfunds, iDcluclin& publiclprivate
putnenhipI and joint ftftturel.

3. ADow bIIIb IpeCiaI CIIeIories for smaJJ busiDea laus1ar hiP risk smaJJ businems).

ID addition, it was ...-IhIl die Fedenllnene bold rePonaI.,1IIpCIIia 0Il1CC11S 10 capilli
ill acb of their ftIions. ne BoIrd of Oovenan of Ibe Peda111taeI we have aped to bolt
IUdl piOJi&mS, and tbcy are expected 10 commence ill Ibe dainI quarter of 1993.

11
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THE MISSOURI
PILoT SnJDY

The NWBC mandate includes the review of data conection procedures and the availability of
data on women owned businesses. The lack of accurate and complete data of thiJ type led the
Council to select u one of iii major projects the completioo of it researdl pilot which would
provide auidance to public and private sector orpnizations in selectin& a rnethodolOlY for
conectina demoanPhic and attitudinal information on United States women business owners.

The state of MiSlOUri wu selected by the NWBC and the SBA's Office of Economic Research
for use in this pilot test. 1be premiJe of the proposal wu that creation of a reliable sample in
a typical state could then be used u a model for a national sample of women~wnedbusinesses.

END ~ODVcr/CONQ,USJONJ

Two reports were produced from this investiption; a metbodoloay report and a set of tabulations
that describe the demopaphic charlderistics and financial history of the study participants. The
final product of the metbodolOlY portion is a manual which Jives a complete picture of bow the
experiment wu done, Ilona widt the implications for a national study. This manual could be
handed to a statistician u established pidelines for creaDna III ICCUJ'ate sample and estimatina
the cost of creaDna such a sample.

FINDINGS

The tindin.s of the study are cited in detail in the Annual Report, and in depth in the Pi1ct Study
Report, available in the NWBC office.

The results of the State of MiSJOlJri pilot project lad die CouDcilCD place • hip priority on the
followina future activities:

1. 1"1IIl the National WOIIIIIl'. Business Council work widt die appropriaIe public and
private __ orpniPtims to impIemau onaoina naIionIl survey raemda on women
tiUSineu OWDIII It npIIr iDterYals.

2. 1"1IIl die ..........bIDdbook craIed by tile NaIiGnII Womm'. Business Council pilot
study be an- wide diIIribudaa in the public and priVile _tlXllo UIiIt in the cration
of • reliable sample far -timal SUrYey raemda.

3. That focus poup, aec:uthe in.views aDd ~III raemda be caasidered CD
further apIore eenaiD ftocIinp ofbodl tile NaIiGnII WOIIIIIl'S Businea Council pilot and
focus poup projecIa, e.1., IInItb of time in bliP"", pi_ difrerellCel, access CD
capilli aDd reWed fundiaa illliel.

12
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SPECIAL Focus
GROUP S"nJDIES

When the Council accepted the challenle of deve10pinl a model for KCW'ately surveyinl
women~wned busine.ues, they recocnized that no mauer how complete a pilot study they
commissioned, there would be areas which could not be tested throulh ordinary survey research.
Examination can be done, however, throulh the use of focus IfOUPS which, althouah they do
not produce scientifically provable data, offer lood insilhts into the rule of responses
accessible throulh research, and can be invaluable both in analyzinl data from broader studies
and in planninl future narrower-based studies. .

Women business ownen are no more I homoaenous JfOUP than men business owners, but in
addition to specific industry, the Council finds there is one clear method of loaically cateJorizinl
them-into start-ups (less than five yean old), mezzanine or mid-ranle businesses Jookinl for
arowth capital and opportunities, and successful, well-financed enterprises.

Businesses in the fint catqory, start-ups, ue n.rely measured by the usual survey methods
partly because they ue harder to find. Some research is available 011 start-ups in leneraJ, but
there is no lender-specific data available, makinl this an ideal topic for focus JIOUP exploratioa.

The four focus IroupI were held in St. Louis Ind Sprinlfield, MiSlOW'i in September, 1992.
Participants were women from a braid ranle of bome-bued. reWl, wholesale, service and
..ricultural businesses. Most had been in business from one to three yean.

REsuLTS

If the Missouri focus poups praent an accuraIe picture, the awraae woman at this stqe in her
business thinks of benelf u a risk-taker, repelS DOl -viAl done more market research, 1ika
the freedom Ind .. of .f-respect • bas 1Cbie¥ed, eIida't ao into tbis to let rich, is
conc:emed about ftDancinI powth Ind tbinb die SBA bas w:ry tilde to offer. She ..
traditional male operaIina Slylea u tile barrier to pqrea ill the wortpIIce, and attrIdina,
·recruitinl and Depina nWable employees u the big- problem ill fUIUIin& her business.

Previous IIUdieI or women-owned businesses appear to show women I&II'tin& with muc:b lower
levels of IwidIIti and apIftdina more slowly. Obviously lick oIlCCe1l to capital is the primary
reason for Ibis, but millis focus JI'OUP u weD u in ocber inveIdptions there appem to be a
difference DOl in lllitude toward business or ambitioll, but in terms of sm;gtigns. WOII8l
enbeprelleUn appear to • lower JOIIs, and baw lower iDcome expectations and lower
estimations of lundinl neelted for saan-up or apIftIioa. fyrtlw stud)' mid be done rp .'S"
tbi, gattcm.
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DIRECTORY Of STATE PROGRAMS TO
AsSIST WOMEN BUSINESS OWNERS

Althou.h the Office of Women's Business Ownership It SBA and the National Association of
WomeoJl's Business Advocates (NAWBA) had lathered some information, there had never been
a complete directory of state proarams, set-asides and services for women business owners. The
Council completed the raatth for such a directory, the first edition of which wu published in
1992 with the cooperation of NAWBA and Enbepreneur Mqarine.

To obtain copies of or information concemin. the directory, COfttaet:

Melody Borchers, President
National Association of Women's Business Advocates
clo Ohio Department of Development
m South Hi.h Street
Columbus, Ohio 43266-0101

WOMEN ENTREPRENEURS IN
TELEcOMMUNICAnONS
DENVER, MARCH, 1992

The Council met in Denver 011 March 16, 1992 to explore opportunities far women in the
telecommunications industry. Tbey beard testimony from businea owners, ftDIIICial upertS,
lovemment officials, ratfemics and OChers involved in die telecommunic:ationl industry. Tbe
followinJ is I brief summary of the testimony.

Telecommunicalions oll'en women 1he opp:»nunity to putidpIte • equals ill • iDtepIted
industl')': Unlike tllditionll maJe.dominated IICton of 1he lCCIDOIDy, Ibis lIpidly apudiDa
industry offen oppanuaity for lIlyoDe with the ideas, prodUCIIlDd IId11s to build I
business. Many bypusina 1he manaaement ..... eem..• by IDOVi"I directly into
ownership ill one fJllbe many telecommunications fields.
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IMI'EDIMDm TO WOMEN IN TELEct»lJlUNlCAnONS

While increasin& numben of women continue to enter the telecommunications industry, there
is still a marked lack of women with the technical and manaaeria1 expertise-plus len,th of
experience-to start a suc:c:essful telecommunications business. Second, there appears to be no
information networks cumntly established for women entreprcneun which can provide advice
and support from other women. Third, ICCCSI to capital is extremely difficult. This is a capital
intensive industry, lenerally requirinl a substantial start-up investment. Sources of capital are
limited, partially due to the risk facton involved, and women business ownen are las likely to
know where to look for of capital.

THE Ex1'E/fT ROUNDTAM.E

The Denver hearinl was followed by an expert roundtable discussion on prospects for women
business owners in the telecommunications industry ill which tweftty-nine men and women
participated.

In addition to the members of the National Women', Business Council, tbey Jepraented
,ovemment, academia, bankina, venture capital firms, the media and a variety of larJe and
small telecommunications finns. Several were women business owners.

Discussion centered on two topics: 1) definina tomonow'. teIecommunicaDons II1IJ'tetpJace,
and 2) pre-plannina to allow women equal access to this marketplace.

The expert poup'. recommendations were u follows:

1. Promote the fonnadon of CAbgrmlCUrlaJ dcycIQgmcnt funds with lIZ breaks similar to
thole of foundations, u well u pant JIIopamI and joint WIUU1'eI in which larp
companies nurtuJe small and emcqina busineues.

2. ae-- public policy iaitiali~ eftCOUIIIinI cotpOfIIe iacubIdon of small busineues
far die PUJP*'S of trainina, support and mentDrina.

.-
3. DewJop DllWib and UIOCiaIioas dill brin& fOIether women Javolved in

teJecommunicarionl far the puIPOIe of achlnlinl ideas and iDformation about theU'
aperiencea ia telecommunications. 1bJouab dIeIe aetwotb a p10pam of teduUcal
assistance putnenbipI can be cIeYeJoped.
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A PLAN FOR THE FUTURE

1993 will be a year of chanle and I year of lrowth for wornen-owned businesses u the
economy improves and sources of capital opeD up for women u well u business in lenerai.
Burien to Prolress still exist, however, and many of the chanles required to remove those
burien have not taken pIKe.

1993 will be the final year of the Council's oriJinal five-year mandate. In addition to further
development of the Council's studies and Pl"OlramJ on the issue of access to capital, and I

continuinl focus on improved access for women to the lovemment procurement process, the
Council will look beyond our borden at opportunities for U.S. women business owners in the
Ilobal economy.

The lOlls of the Council's mandate will not all be achieved by the end of 1993. The foUowiDa
activities may not all be completed within that time frame, but are priorities on the Council
..end&.

· A hearin. on opportunities for WOrneD in trade with Latin America and the Pacific
Rim, to be held in March, 1993.

· Reaional Symposia on Access to Capital under the sponsorship of the Feden1
Reserve.

• A WOrneD'S Economic Summit, tentatively scheduled for September, 1993.

· Efforts to ensure maintenance and expulsion of the National Directory of Stale
Propams for Womea Business Ownen.

• Development of a joiIIt IInfeIic plan with the members of the Intenaency
Committee OIl Womea'. Business Enterprise, which we hope wiD be reacdVlled
under PreIideaI CIintaD.

· Follow-up. die further IIUdia sugested by the results of the Mi"'Nri Pilat
Study and focus paupI.
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FINANCING THE BUSINESS

A Report on Financial Issues
from the 1992 Biennial Membership Survey

of Women Business Owners

Prepared By:

The National Foundation for
Women Business Owners

The National Foundation trw~ ..... 0wMts is the
NatiOnal Association d women 8uIinUI Ownet3'~
reaMICII,~~1Itd~,.traiMJg

foundation. ". miaitJn • to wppott 1M gmwth aI W'CmM
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accumulation and Ihattng d knowfIdgI.
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NatIonal Foundation for Women Busmess Owners

FOREWORD

Despite an economy recently characterized by slow economic growth, women-owned

businesses are making dramatic strides in the nation's business community. By the

end of 1992, the more than 6.5 million women-owned businesses in the United States

were estimated to employ more people than the Fortune 500 companies combined.'

The 1992 National Association of Women Business Owners (NAVVBO) Biennial

Membership Survef has uncovered some of the many avenues through which women

owned businesses are a powerful and expanding economic force. This report is a

summary of one facet of that survey: the sources and types of financing used by

women business owners.

The results of this survey demonstrate that, despite the significant growth seen in

recent years among women-owned businesses, women business owners still face

barriers in identifying and obtaining the financing necessary to operate and expand their

businesses. Even given the successful and stable track records of women-owned

firms, many of the women surveyed report serious concem about a range of financial

issues. These issues and concerns will be explored in this report.

, Source: Wpawn.QwrwdB,,,,.' ThI New Emnomjc Egg, •~ nIPO't published by the
National Foundation for Women Busineu Owners, 1992.

2 The 1992 Membership Survey of Women BusineU OwnersnI c:onduct8d far the NatioMI
Auoc:iation of Women BUIiMu Owners by the National Founddon far WorMn euu.a Owners. and
was sponsored by leading COtJIOIa18 suppoI18rI AT&T and IBM.
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WOMEN-OWNED BUSINESSES: THE NEW ECONOMIC FORCE

Women-owned businesses are becoming an increasingly powerful economic force in

the United States and an increasingly visible and powerful part of the marketplace,

today employing more workers than the Fortune 500 companies combined.

The 1992 NAWBO membership survey clearly illustrates the expanding economic force

of women-owned businesses. The survey found that women-owned businesses:

• boosted employment - 25% added employees in the past year,

• increased sales - 57% had increased sales over the previous year. with 23% of

those surveyed reporting gross annual sales of over $1 million;

• are not a new phenomenon - three-quarters (nOlo) have been in business more

than 4 years and 29% have been in business over 11 years.

1992 was a year of growth and expansion for women-owned businesses, even in the

face of a slow national economy:

• 46% developed a new produd or service line;

• 32% increased expenditures for equipment;

• 26% expanded into new domestic martcets, 7% into new markets abroad.

Women business owners extended their optimism into the future as well:

• 68 percent expected sales to increase in 1992 over 1991 levels;

• 33 percent expected to add employees in 1992.
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While women-owned businesses have shown significant growth in recent years and

exhibit the potential for even greater growth in the future. they face financial barriers

which could impede that growth. The availabili't'j of capital was cited by women

business owners as one of the most significant oarriers to their business' growth,

second only to the "economic environment." Nearly four in 10 women business owners

(39%) pointed to availability of capital as the most significant barrier to growth.

Business financing is thus one of the major issues that women business owners, public

policy makers, and the financial community alike must address. Removing the barriers

to access to capital is one of the surest ways to encourage growth not only among

women-owned businesses, but all small businesses.

FINANCIAL PROFILE OF THE WOMAN BUSINESS OWNER

Women-owned businesses are represented throughout the economy - in the business

and professional services and retail trade sectors, as well as in manufacturing,

financelinsurance/real estate and construction.

Other NFWBO research h. shown that women-owned businesses grow somewhat

more slowly and steadily than businesses at large. The NAWBO membership survey

finds that women business owners tend to describe themselves as financially

conservative in the management of their businesses, which would tend to promote a

pattern of slow, steady growth over one of cyclical ups and downs.

'Mlen asked to describe their current financial policy on a scale of 1 (conservativeJrisk

averse) to 5 (aggressiveJhighly debt tolerant), women business owners average 2.45.
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Fully 51 % rate themselves on the conservative end of the spectrum (1 or 2),28% say

they are in the middle, and only 17% classify themselves as financially aggressi'ie (4 or

5).

Self-Described Financial Policy
of Women Business Owners
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